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submitted by the lessee, operating
rights owner (sublessee), or operator
prior to commencement of drilling op-
erations.

(b) Surety bonds shall be issued by
qualified surety companies approved by
the Department of the Treasury (see
Department of the Treasury Circular
No. 570).

(c) Personal bonds shall be accom-
panied by:

(1) Certificate of deposit issued by a
financial institution, the deposits of
which are Federally insured, explicitly
granting the Secretary full authority
to demand immediate payment in case
of default in the performance of the
terms and conditions of the lease. The
certificate shall explicitly state on its
face the Secretarial approval is re-
quired prior to redemption of the cer-
tificate of deposit by any party;

(2) Cashier’s check;
(3) Certified check;
(4) Negotiable Treasury securities of

the United States of a value equal to
the amount specified in the bond. Ne-
gotiable Treasury securities shall be
accompanied by a proper conveyance to
the Secretary of full authority to sell
such securities in case of default in the
performance of the terms and condi-
tions of a lease; or

(5) Irrevocable letter of credit issued
by a financial institution, the deposits
of which are Federally insured, for a
specific term, identifying the Sec-
retary as sole payee with full authority
to demand immediate payment in case
of default in the performance of the
terms and conditions of a lease. Letters
of credit shall be subject to the follow-
ing conditions:

(i) The letter of credit shall be issued
only by a financial institution orga-
nized or authorized to do business in
the United States;

(ii) The letter of credit shall be irrev-
ocable during its terms. A letter of
credit used as security for any lease
upon which drilling has taken place
and final approval of all abandonment
has not been given, or as security for a
statewide or nationwide lease bond,
shall be forfeited and shall be collected
by the authorized officer if not re-
placed by other suitable bond or letter
of credit at least 30 days before its ex-
piration date;

(iii) The letter of credit shall be pay-
able to the Bureau of Land Manage-
ment upon demand, in part or in full,
upon receipt from the authorized offi-
cer of a notice of attachment stating
the basis therefor, e.g., default in com-
pliance with the lease terms and condi-
tions or failure to file a replacement in
accordance with paragraph (c)(5)(ii) of
this section;

(iv) The initial expiration date of the
letter of credit shall be at least 1 year
following the date it is filed in the
proper BLM office; and

(v) The letter of credit shall contain
a provision for automatic renewal for
periods of not less than 1 year in the
absence of notice to the proper BLM of-
fice at least 90 days prior to the origi-
nally stated or any extended expiration
date.

[53 FR 22847, June 17, 1988; 53 FR 31958, Aug.
22, 1988]

§ 3206.1–2 Filing.

A single originally executed copy of a
bond on the appropriate form approved
by the Director shall be filed in the
proper BLM office. Nationwide bonds
may be filed in any Bureau State office
(see § 1821.2–1).

[53 FR 17369, May 16, 1988; 53 FR 31867, Aug.
22, 1988]

§ 3206.2 Lease bond.

A lease bond may be posted by a les-
see, operating rights owner (sublessee),
or operator, in an amount of not less
than $10,000 for each lease conditioned
upon compliance with all of the terms
of the lease. Where 2 or more principals
have interests in different portions of
the lease, separate bonds may be post-
ed. The operator on the ground shall be
covered by a bond in his/her name as
principal, or in the name of the lessee
or sublessee, provided that lessee or
sublessee and surety consent is pro-
vided.

[53 FR 17369, May 16, 1988; 53 FR 31959, Aug.
22, 1988]

§ 3206.3 Liability.

Where a bond is furnished by an oper-
ating rights owner (sublessee) or opera-
tor, the Secretary may bring suit

VerDate 02<DEC>97 07:57 Jan 29, 1998 Jkt 174164 PO 00000 Frm 00479 Fmt 8010 Sfmt 8010 C:\CFR\174164.TXT 174164



490

43 CFR Ch. II (10–1–97 Edition)§ 3206.4

thereon without joining the lessee if
he/she is not a party to the bond.

[53 FR 17369, May 16, 1988]

§ 3206.4 Statewide bond.
In lieu of bonds required under this

subpart, the lessee, operating rights
owner (sublessee), or operator may fur-
nish a bond in an amount of not less
than $50,000 for full statewide coverage
for all geothermal leases in the appli-
cable State.

[53 FR 22847, June 17, 1988]

§ 3206.5 Nationwide bond.
In lieu of bonds required under this

subpart, the lessee, operating rights
owner [sublessee], or operator may fur-
nish a bond in an amount of not less
than $150,000 for full nationwide cov-
erage for all geothermal leases.

[53 FR 22847, June 17, 1988]

§ 3206.6 Unit operator’s bond.
In lieu of individual lease, statewide,

or nationwide bonds for operations con-
ducted on leases committed to an ap-
proved unit agreement, the unit opera-
tor may furnish a unit operator bond in
the manner set forth in § 3206.1–1 of this
title. The amount of such a bond shall
be determined by the authorized offi-
cer. The format for such a surety bond
is set forth in § 3286.2 of this title.
Where a unit operator is covered by a
nationwide or statewide bond, coverage
for such a unit may be provided by a
rider to such bond specifically covering
the unit and increasing the bond in
such amount as may be determined ap-
propriate by the authorized officer.

[53 FR 22848, June 17, 1988]

§ 3206.7 Default.

§ 3206.7–1 Payment by surety.
Where upon a default the surety

makes payment to the Government of
any indebtedness due under a lease, the
face amount of the surety bond and the
surety’s liability thereunder shall be
reduced by the amount of such pay-
ment.

§ 3206.7–2 Penalty.
Thereafter, upon penalty of cancella-

tion of all of the leases covered by that

bond, the principal shall post a new na-
tionwide bond in the amount of $150,000
or a new statewide bond in the amount
of $50,000 as the case may be, within 6
months after notice, or within such
shorter period as the authorized officer
may fix. However, in lieu thereof, the
principal may within that time file
separate bonds for each lease.

§ 3206.8 Applicability of provisions to
existing bonds.

The provisions of these regulations
may be made applicable to any oil and
gas nationwide or statewide bond by
filing in the proper BLM office a writ-
ten consent to that effect and an agree-
ment to be bound by the provisions of
this section executed by the principal
and surety. Upon receipt thereof the
bond will be deemed to be subject to
the provisions of these regulations.

[38 FR 35082, Dec. 21, 1973, as amended at 48
FR 17045, Apr. 20, 1983]

§ 3206.9 Termination of period of li-
ability.

The period of liability of any lease
shall not terminate until all lease
terms and conditions have been ful-
filled.

[53 FR 17369, May 16, 1988]

Subpart 3207—Leases for a
Fractional or Future Interest

SOURCE: 47 FR 5004, Feb. 3, 1982, unless oth-
erwise noted.

§ 3207.1 General.
Leases for lands in which the United

States owns only a fractional or future
interest in geothermal resources may
be issued whenever the public interest
will be best served thereby. Where the
United States owns both a present and
a future interest in the geothermal re-
sources in a tract, these interests may
be leased separately or together at the
discretion of the authorized officer.

§ 3207.2 Noncompetitive leases.

§ 3207.2–1 Qualifications.
Qualifications for noncompetitive

lease applicants for either a fractional
present or future interest in geo-
thermal resources will be the same as
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